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(d) Thirty-day approval. Unless the
Secretary notifies you otherwise with-
in 30 days after he or she receives your
request, you may consider your request
automatically approved if:

(1) You are in regulatory compliance;

(2) The security interest in your as-
sets is limited to either those assets
being acquired with the borrowed funds
or an asset coverage ratio of no more
than 2:1;

(3) Your request is for approval of a
secured line of credit that would not
cause your total outstanding bor-
rowings (not including Leverage) to ex-
ceed 50 percent of your Leverageable
Capital.

VOLUNTARY DECREASE IN REGULATORY
CAPITAL

§4290.585 Voluntary decrease in
RBIC’s Regulatory Capital.

You must obtain the Secretary’s
prior written approval to reduce your
Regulatory Capital by more than two
percent in any fiscal year. At all times,
you must retain sufficient Regulatory
Capital to meet the minimum capital
requirements in the Act and §4290.210,
and sufficient Leverageable Capital to
avoid having excess Leverage in viola-
tion of section 384E(d) of the Act.

Subpart H—Recordkeeping, Re-
porting, and Examination Re-
quirements for RBICs

RECORDKEEPING REQUIREMENTS FOR
RBICs

§4290.600 General requirement for
RBIC to maintain and preserve
records.

(a) Maintaining your  accounting
records. You must establish and main-
tain your accounting records using
SBA’s standard chart of accounts for
SBICs, unless the Secretary approves
otherwise. You may obtain this chart
of accounts from SBA or at http:/
www.sba.gov/INV/chartof.pdf.

(b) Location of records. You must keep
the following records at your principal
place of business or, in the case of
paragraph (b)(3) of this section, at the
branch office that is primarily respon-
sible for the transaction:

§4290.600

(1) All your accounting and other fi-
nancial records;

(2) All minutes of meetings of direc-
tors, stockholders, executive commit-
tees, partners, members, or other offi-
cials; and

(3) All documents and supporting ma-
terials related to your business trans-
actions, except for any items held by a
custodian under a written agreement
between you and a Portfolio Concern or
lender, or any securities held in a safe
deposit box, or by a licensed securities
broker in an amount not exceeding the
broker’s per-account insurance cov-
erage.

(c) Preservation of records. You must
retain all the records that are the basis
for your financial reports. Such records
must be preserved for the periods speci-
fied in this paragraph (c¢c) and must re-
main readily accessible for the first
two years of the preservation period.

(1) You must preserve for at least 15
years or, in the case of a Partnership
RBIC or LLC RBIC, at least two years
beyond the date of liquidation:

(i) All your accounting ledgers and
journals, and any other records of as-
sets, asset valuations, liabilities, eq-
uity, income, and expenses;

(ii) Your Articles, bylaws, minute
books, and RBIC application; and

(iii) All documents evidencing owner-
ship of the RBIC including ownership
ledgers and ownership transfer reg-
isters.

(2) You must preserve for at least six
years all supporting documentation
(such as vouchers, bank statements, or
canceled checks) for the records listed
in paragraph (b)(1) of this section.

(3) After final disposition of any item
in your Portfolio, you must preserve
for at least six years:

(i) Financing applications and Fi-
nancing instruments;

(ii) All loan, participation, and es-
crow agreements;

(iii) All certifications
§4290.610 of this part;

(iv) Any capital stock certificates
and warrants of the Portfolio Concern
that you did not surrender or exercise;
and

(v) All other documents and sup-
porting material relating to the Port-
folio Concern, including correspond-
ence.
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§4290.610

(4) You may substitute a microfilm
or computer-scanned or generated copy
for the original of any record covered
by this paragraph (c).

(d) Additional requirement. You must
comply with the recordkeeping and
record retention requirements set forth
in Circular A-110 of the Office of Man-
agement and Budget. (OMB Circulars
are available from the addresses listed
in 5 CFR 1310.3 and at ~http:/
www.whitehouse.gov/omb/circulars/
index.html.)

§4290.610 Required -certifications for
Loans and Investments.

For each of your Loans and Invest-
ments, you must have the documents
listed in this section. You must keep
these documents in your files and
make them available to the Secretary
upon request.

(a) For each Financing made to a
Rural Business Concern or Smaller En-
terprise, a certification by the Port-
folio Concern stating the basis for its
qualification as a Rural Business Con-
cern or Smaller Enterprise.

(b) For each Financing made to a
Small Business Concern, Size Status
Declaration (SBA Form 480), executed
both by you and by the Portfolio Con-
cern certifying that the concern is a
Small Business Concern. For securities
purchased from an underwriter in a
public offering, you may substitute a
prospectus showing that the concern is
a Small Business Concern.

(c) A certification by the Portfolio
Concern that it will not discriminate
in violation of Title VI of the Civil
Rights Act of 1964, the Age Discrimina-
tion Act of 1975, and Title V of the
Equal Credit Opportunity Act.

(d) A certification by the Portfolio
Concern of the intended use of the pro-
ceeds. For securities purchased from an
underwriter in a public offering, you
may substitute a prospectus indicating
the intended use of proceeds.

§4290.620 Requirements to obtain in-
formation from Portfolio Concerns.
All the information required by this
section is subject to the requirements
of §4290.600 and must be in English.
(a) Information for initial Financing de-
cision. Before extending any Financing,
you must require the Enterprise to
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submit such financial statements,
plans of operation (including intended
use of financing proceeds), cash flow
analyses, projections, and such eco-
nomic development information about
the Enterprise, as are necessary to sup-
port your investment decision. The in-
formation submitted must be con-
sistent with the size and type of the
Enterprise and the amount of the pro-
posed Financing.

(b) Updated financial and economic de-
velopment information. (1) The terms of
each Financing must require the Port-
folio Concern to provide, at least annu-
ally, sufficient financial and economic
development information to enable you
to perform the following required pro-
cedures:

(i) Evaluate the financial condition
of the Portfolio Concern for the pur-
pose of valuing your investment;

(ii) Determine the continued eligi-
bility of the Portfolio Concern;

(iii) Verify the use of Financing pro-
ceeds;

(iv) Evaluate the economic develop-
ment impact of the Financing; and

(v) In the case of any Portfolio Con-
cern that is not a Rural Business Con-
cern, the number and percentage of its
employees residing in Rural Areas.

(2) The president, chief executive of-
ficer, treasurer, chief financial officer,
general partner, or proprietor of the
Portfolio Concern must certify the in-
formation submitted to you.

(3) For financial and valuation pur-
poses, you may accept a complete copy
of the Federal income tax return filed
by the Portfolio Concern (or its propri-
etor) in lieu of financial statements,
but only if appropriate for the size and
type of the Enterprise involved.

(4) The requirements in this para-
graph (b) do not apply when you ac-
quire securities from an underwriter in
a public offering (see §4290.825). In that
case, you must keep copies of all re-
ports furnished by the Portfolio Con-
cern to the holders of its securities.

(¢c) Information required for examina-
tion purposes. You must obtain any in-
formation requested by the Secretary’s
examiners for the purpose of verifying
the certifications made by a Portfolio
Concern under §4290.610. In this regard,
your Financing documents must con-
tain provisions requiring the Portfolio
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